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ROME— Investigators probing 
illegal loans to Iraq by the Atlanta 
branch of an Italian bank have uncov- 
ered a long history of relations be- 
tween the state-owned bank, the Ital- 
ian government and the government 
of Saddam Hussein, beginning well 
before the Atlanta branch was 
founded. 

And, members of the Italian Sen- 
ate are pressing to open a new inqui- 
ry to determine whether more than 
$4 billion in loans and loan guaran- 
tees to Iraq by the Atlanta branch of 
the Banca Nazionale del Lavoro 
(BNL) was part of an elaborate plan 
by Washington and Rome to help for- 
tify Iraq as a bulwark against the 
forces of Iran’s radical Islamic re- 
gime. Iraq diverted much of that 
money to build up the formidable ar- 
senal that it used to invade Kuwait in 
1990. 

The BNL affair has centered in the 
United States on charges of an ad- 
ministration cover-up and a quarrel 
between the CIA and FBI. But in 
Italy, the focus has been on the na- 
ture of the U.S.-Italian partnership, 
the Italian government’s leading role 
in the bank, Italy’s second-largest, 
and the bank’s involvement over 
years with Saddam’s government. 

Until now, investigations in Italy 
and the United States have focused 
on whether the bank’s headquarters 
was aware of, or even approved, the 
loans handed out by the Atlanta 
branch. The branch's American man- 
ager, Christopher Drogoul, pleaded 
guilty to fraud charges, then later 
changed his plea after contending 
that Rome knew about the scheme. 

The bank's new directors, brought 
in after the Atlanta branch was 
raided by FBI agents m August 1989, 
have said they have found no evi- 
dence that their predecessors were 
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aware of the loans. A 14-month in- 
vestigation by the Italian Senate 
could find no incriminating docu- 
ments, but on the basis of sworn tes- 
timony, the Italian commission con- 
cluded that it was “unthinkable” that 
key figures at headquarters were not 
involved. 

“The problem is that even if it is 
inconceivable that Rome did not 
know, we will probably never find the 
compelling piece of evidence that you 
call the smoking gun,” said Giuseppe 
Menella, a Senate spokesman for the 
Democratic Left who closely followed 
the inquiry. 

That investigation ended prema- 
turely when parliament was dis- 
banded prior to elections in April. But 
Massimo Riva, an independent leftist 
senator who was vice chairman of the 
Senate investigation, said a new in- 
quiry was necessary to determine 
whether BNL's activities were part 
of a clandestine U.S. — Italian pro- 
gram to bolster Saddam Hussein in 
the mid-1980's when it looked like 
Iraq might lose its war with Iran. 

Riva said diplomatic sources have 
testified that then-prime minister 
Bettino Craxi discussed plans to aid 
Iraq with President Reagan during a 
visit to Washington in March 1985. 
Craxi also met with Reagan seven 
months later at the United Nations 
and, diplomats said, the leaders dis- 
cussed Iraq and the Middle East both 
times. 

“Everything I have heard [since 
April] and everything that has come 
out during the election campaign in 
the United States has strengthened 
my conclusion that the BNL case in- 
volves international politics and not 
just shady financing,” Riva said. 

He said a new Italian Senate inves- 
tigation was needed to explore the 
possibility that the BNL role in doling 
out huge loans to Iraq was cloaked in 
secrecy because the U.S. and Italian 
governments wanted to hide their 
I support for Iraq in the last phase of 
I its war against Iran. 

Members of the ruling Christian 
Democrats, the opposition Democrat- 
ic Left (the former Communists) and 
the liberal Republican Party have 
asked for a new 20-senator commis- 
| sion to be formed to look into the 
political ramifications of the BNL 
case. A vote by the full Senate is not 
expected until after the U.S. election. 
Already, it is clear that both the 
I Socialists and BNL were deeply in- 
volved with Saddam's regime in Iraq 
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well before the Atlanta branch of the 
bank began making the loans that 
eventually touched off the scandal in 
the United States. ^ 

Ever since an Italian state-owned 
energy company, ENI, signed one of 
the first major oil deals with, Iraq in 
the 1950’s, Italy has enjoyed near- 
privileged status with Baghdad. Over 
the years, Italian investigators $?y t 
Iraq poured huge sums of money into 
BNL accounts in Italy. 

But in 1982, when Italy enforced a 
U.N. arms embargo on Iran and Iraq, 
refusing delivery of several frigates 
to Baghdad, Iraq decided to close its 
accounts with BNL branches in Italy, 
investigators said. The Central Bank 
of Iraq alone pulled nearly $600 mil- 
lion out of Italian accounts. 

In 1983, BNL opened its branch in 
Atlanta. From the beginning, it was a 
unique operation. Unlike its counter- 
parts in New York, Miami and Chi- 
cago, the Atlanta branch was man- 
aged not by Italians but by Drogoul, 
an American. 

Drogoul was hired by Giuseppe 
Vincenzino, whose background, the 
Senate report says, “does not corre- 
spond to the normal training” of a 
banker. From 1960 to 1970, Vincen- 
zino worked as a local agent in the 
U.S. Consulate in Palermo, Italy. He 
later went to the United Nations in 
New York, before joining the BNL 
branch there in 1975. 

Vincenzino, with his dual loyalties 
and a murky role at BNL, has been 
cited by opposition politicians as a 
possibly key connection between the 
U.S. and Italian governments in the 
affair. 

Successive Italian governments 



have been sensitive to the charge 
from leftist opponents that they are 
too accommodating to with American 
wishes in foreign policy matters. 

Within weeks after the August 
1989 raid, BNL’s new director, 
Giampiero Cantoni, who was brought 
in after the sdandal broke, visited the 
U.S. ambassador in Rome, Peter Sec- 
chia, to convey his worries that link- 
ing BNL headquarters to the Atlanta 
branch's loans to Iraq would jeopar- 
dize the partnership between the 
U.S. and Italian governments. “He 
really gave me the impression that he 
feared this would be detrimental to 
[the] bilateral relationship," Secchia 
said in an interview. 

Cantoni, who also is Craxi’s close 
friend and personal banker, insisted 
that the affair , had to be taken to a 



time, but absolutely no firm evidence ^ 
that we could send on to Washing- 
ton," Secchia said. 

Nonetheless, investigators have 
pointed to several intriguing facts ? 
that lend credence to the theory that 
the Rome headquarters must have ’ 
been aware of the Atlanta branch's 
loans to Iraq. 

In 1988, the Danieli steel firm in 
Udine, Italy, signed a $70 million 
contract to build a steel plant in Iraq 
and asked BNL in Rome for some 
help in financing the deal. The firm 
was told to approach the Atlanta 
branch, which issued a letter of cred- 0 
it, according to the Senate report. 

For nearly a year before the At- 
lanta branch was raided, Luigi Sar- 
deilli, former director of BNL’s 
North American operations, repeat- 



"political level" so it could be under- edly tried to inform Rome about ir- 
stood in its proper context. But Sec- regularities found in an internal audit ) 
chia vehemently denied that Cantoni of the Atlanta branch. He sent copies . 

was trying to exert pressure for a of the report on several occasions, i 

cover-up. , but was later told that headquarters 

“Nobody has ever leaned on me, never received them. j ^ i 

pressured me or asked me for infor- With public dismay over revela- /j 
mation about this prosecution in the tions of political corruption growing h 
3Vfe years I have been here," Secchia louder, opposition politicians say they 
said. "Nobody has ever talked about a also want to see if the loans to Iraq v* 
cover-up." may have generated kickbacks to the 

Secchia also denied press reports Socialist party. , it vi* 

that a CIA cable sent from the Rome BNL, Italy’s second-largest bank, 
embassy provided detailed evidence is almost wholly owned by the gov- 
linking the BNL headquarters to the emment and traditionally, has been 

Atlanta branch operations. "There considered a bastion of the Socialist 

was all sorts of speculation at the Party. 



